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Abstract 
“In economics, you have to run to stand still.” (Stiglitz, 2010 p. 63). The world is going ahead and all the national economies 
need to find their own development path. Countries are competing among themselves and are analyzing, copying, or avoiding the 
other countries’ success/failure experiences. They differ not only by the levels of reached development standard, but also by the 
possible methods which might be used for accelerating growth.   
This paper is trying to discover some of the specific growth drivers and to analyze different aspects of the economy structure of 
several selected countries, with a special focus on FYROM. The conclusions are driven by making comparison and analysis of 
the results from World Bank database, Global Development Indicators and World Development Finance indicators. Some of the 
conclusions are based on the use of Global Economic Prospects Indicators, Worldwide Governance Indicators, Poverty and 
Inequality Indicators, Doing Business and Enterprise Surveys. 
© 2014 The Authors. Published by Elsevier B.V. 
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1. Introduction 
 Nobel Prize-winning economist Joseph Stiglitz said “In economics, you have to run to stay still” (Stiglitz, 
2010 p. 63). And he was right. The world is going ahead and all the national economies need to find their own 
development path to advance comparing with the countries in their own surrounding, and ultimately with the rest of 
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the world. The world of economy is merciless. The economic growth should be continually high enough to provide 
normal and growing standard of living for the citizens and in the same time to open a space for introducing and 
engaging the new, incoming generations in the world of business. Countries are competing among themselves and 
are analyzing, copying, or avoiding the other countries success/failure experiences. First to be compared are 
neighboring countries, the countries with similar economic history, specially the countries which passed successful 
part of the transition way towards the economic growth. Those countries could be the model for the others on their 
course to define strategic long-term priorities, having in mind their specificities and possibilities. There is one rule, 
among many others, which has to be followed: the growth rates of less developed countries should be higher than 
those of the developed ones. That is why the countries should be categorized according to the development level 
they achieved. They differ not only by the levels of reached development standard, but also by the possible methods 
which might be used for accelerating the growth. Consequently, more subtle analysis could be involved to discover 
some of the specific growth drivers. Classification, for instance, according the analysis of the growth factors showed 
that Slovenia was a good example to be followed by some of the former Yugoslav countries so far. But, Slovenia, in 
the meantime, becomes the member of the European Union with GDP per capita so high that it becomes not very 
vise to be taken as a sample for comparison any more. Slovenian GDP per capita is several times higher than in 
FYROM, for example. Maybe, it is better to take Estonia as a transition leader whose policies and long-term 
priorities are realistic and possible to be followed. It is one of the European Union countries with extraordinary 
progress and a country whose progress could be considered as a result of a special desire and commitment to catch 
up with developed world.  
 
 
1. Methodology  
 
 
 Basic indicator which is used for comparison by the economists is GDP per capita. The countries with 
higher population growth rates must have higher GDP growth rates to follow the countries with modest population 
growth. Normally, the population is one of the main growth factor, which cannot be neglected if the economy is 
capable to generate sufficient number of jobs in the private sector and if there is a normal (or excess) use of the 
capacities in the economy. That is why we will try to analyze more different aspects of the economy structure of the 
selected countries.  
  
 The quantitative analyses are based on World Bank database.   
  
 Special attention is paid on the Global Development Indicators and World Development Finance indicators. 
Some of the conclusions are based on the use of Global Economic Prospects indicators, Worldwide Governance 
Indicators, Poverty and Inequality Indicators, Doing Business and Enterprise Surveys.  
  
 Statistical analysis are conducted in order to make comparison and to detect the differences among the 
analyzed countries.  
 
 
2. The context 
 
 
 In this paper, several growth factors on a long-run are taken into consideration in order to make comparison 
between FYROM and some other countries in the region. FYROM is one of the poorest European countries and it is 
the poorest country in the region, too. Its GDP per capita is slightly higher than one third of the average GDP per 
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capita of the countries of European Union (27), with unemployment rate among highest in the Europe (31.8% in the 
last quarter of 2011), employment rate among the lowest (38.5% in 2011), and extreme poverty rate (14.7% in 2010) 
(The World Bank, 2012 p. 33). That is not a good starting position.  
 
 The Figure below makes comparisons on GDP per capita of the newest members of the European Union 
(Bulgaria and Romania), FYROM’s neighboring countries (Albania and Serbia), Croatia (both countries, FYROM 
and Croatia, shared the same Yugoslavian economic and political history) which joined the European Union 
recently, and Estonia, as a small country (smaller than FYROM) with extraordinary progress in post-transition 
period.  
 
Figure 1: GDP per capita of the selected countries 
 
Source: Personal calculations based on World Bank database (http://databank.worldbank.org/ddp/home.do?Step=1&id=4). 
 
 It is obvious that Croatia and Estonia are going down a completely different development path than all the 
others selected countries. Their growth rates are very dynamic. In 2007 (Estonia) and 2008 (Croatia), both are 
experiencing similar crisis problems with almost all the other European countries. “... countries which have made 
more progress in transition, including Bulgaria, Croatia,  Slovenia, and Romania, which have a higher degree of EU 
integration, and have higher ‘quality of institutions’, are those which have experienced the highest rate of negative 
growth of GDP over two year period from 2009-2010. This indicates that their progress in adopting market-friendly 
institutions, which provided a base for the development of a capitalist economy, has simultaneously increased their 
vulnerability to external shocks. Countries which have made lower institutional progress were less affected by the 
external shock of the global economic crisis” (Bartlett, et al., 2012 p. 31). Bartlett concluded that “... there may be an 
overall negative relationship between progress with transition and the average growth during the crisis period...” and 
that “...greater progress with transition leads to increased integration into the global economy ... this relation 
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emphasizes the strength of the transmission of the effects from the external environment to domestic economies ...” 
(Bartlett, et al., 2012 p. 21). Other selected countries had almost the similar stagnating path.  
 
 FYROM had better starting position (1998-2001) than Albania, Bulgaria and Serbia, in some periods even 
better than Romania. After 2001, Romania’s and Bulgaria’s growth rates per capita became much higher than those 
of FYROM, Serbia and Albania. A great role for this lower growth rates per capita should be given to higher 
population growth, but still there are a lot of other reasons to examine in order to discover why FYROM had such a 
development swing. As higher the population’s growth rates are, much higher the productive efforts of the country 
need to be in order to provide the same growth rate as other countries with modest or lower population growth.  
 
Table 1. Population growth rates of selected countries (%) 
 Albania Bulgaria Croatia Estonia FYROM Romania 
1980-1990 -2,10 -0,11 0,40 0,60 0,65 0,44 
1991-2000 -0,68 -0,65 -0,77 -1,36 0,51 -0,33 
2001-2011 0,41 -0,81 -0,04 -0,20 0,24 -0,44 
Average -0,59 -0,52 -0,14 -0,32 0,47 -0,11 
Source: personal calculations based on The World Bank dataset http://databank.worldbank.org/ddp/home.do 
 
 It is obvious that FYROM need to have much bigger development effort (“to run faster”) than all other 
selected countries, just to compensate for very high population growth. All other selected countries had even 
significant negative population growth rates. That was a sort of a strong wind in the back for them.  
 
 On the other side, Albanian intensive growth in the past few years is giving a lot of reasons to believe that it 
will join the group of the two faster growing countries very soon.  
 
 
4. Economic or financial reasons  
 
 
 
 First to be analyzed is if the reasons for its slower economic growth could be find in insufficient domestic 
savings, or lower fixed private capital formation, enormous government unproductive spending, or unfavorable 
economic structure. 
 Almost all analyzed countries have fluctuations in gross fix capital investments in a range between 20 and 
25%; however Estonia, Bulgaria, Romania and Croatia record horrendously higher rates. These countries have the 
highest per capita growth rates, too. FYROM had significantly lower participation of the gross fix capital 
investments in GDP. Concerns are as bigger, because the intensity of the investments was not much higher even in 
the period of the years of prosperity (2007 and 2008).  
 
 It is also important to allocate the investment sources, whether they are coming from: domestic savings, 
foreign loans, or foreign direct (or portfolio) investments. The conclusion is that domestic saving in FYROM as 
partaking in GDP, similarly with Albanian and Serbian, is among the lowest in the group of designated countries (5-
6% of GDP). The other group (Bulgaria, Romania, Estonia and Croatia) have domestic saving rates between 20 and 
25 % of the GDP. If we have in mind the Albanian big saving crisis in 1992, as a result of collapsing pyramid saving 
schemes, than Albanian buoyant domestic saving is following very dynamic rates. The domestic saving in FYROM 
continually falls from the beginning of the 90’s up to today. That is a worrisome fact, especially because the 
domestic savings need to be the most important investments source with the biggest multiplication effect on growth. 
On the other hand, the savings volume could be considered as a citizen’s confidence and a belief in country’s future.  
 
Figure 2: Gross domestic savings in FYROM, Slovenia and Estonia  
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(Source: The World Bank (http://databank.worldbank.org/ddp/home.do?Step=1&id=4) 
  
 The surging trend of domestic savings in Slovenia and Estonia is indicative as a contrast of down-sloping 
trend of FYROM. When the domestic savings are insufficient, then the investments need some other source. That 
could be the foreign direct investments (FDI). However, the net inflow of FDI (1990-2011), as a contribution to 
GDP, is extremely unpredictable in all analyzed countries, without significant difference from country to country 
(except in Montenegro with an extreme 25% of GDP). In most of the countries, the participation is between 4-5% 
(Albania, Croatia, FYROM, Romania, and Serbia). Higher is in Bulgaria (7.4%) and Estonia (8%). In the Middle 
Income countries, the average participation of the foreign direct investments in GDP is about 1.8%, and in the High 
Income countries, it is approximately 2.4%. The higher average participation of FDI in Bulgaria and Estonia is a 
result of the unexpected rise in one single year (in Bulgaria in 2007 – 31% of GDP, and in Estonia in 2005 - 21% of 
GDP), which could be a result of noteworthy sales (privatization) of some energy, infrastructural or 
telecommunication system (Bartlett, et al., 2012 p. 13). In FYROM, there are some sudden jumps in FDI in 1998, as 
a result of the sales of several companies to foreign investors, i.e. in 2000 sales of Telecom Company (about 13% of 
GDP), and in 2006/7 the electricity distribution company (6 and 8.5% of GDP). In a latest few years, the average 
rate of the FDI in FYROM is a little bit higher, as the calculation methodology was changed. Thus, the FDI could 
not be significant factor for the big development differences between the selected countries.  
  
 The availability of loans to the private sector is one of the possible reasons for the development differences 
between the countries. The highest participation is noted in Estonia in a range of 90-100% of GDP (in 2009 even 
107%). Croatia and Bulgaria are following (around 70%). The least developed countries have the lowest 
participation in availability of loans to private sector. Albania has the lowest participation of 37-39%. The growth of 
the loans is especially intensive in the period between 2007 and 2009. Those were the years of the global prosperity.  
 
 
5. The economic structure 
 
 
 
 The economic structure of a national economy could be the reason for the certain growth dynamics 
(Shukarov, 2012 p. 113). As an example, in most developed countries in the world, the agriculture and other primary 
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production sector divisions (forestry, mining, hunting and fishing) are contributing with 1-1.3% in GDP, the 
secondary sector (industry and construction) with 25-35%, and the tertiary sector (services, trade, information, 
banking, insurance) participates with 70-75%. In developed countries’ industry, manufacturing is significantly 
developed contributing big real product and is absorbing a great part of the employees in the economy. In developing 
countries, the participation of the agriculture is significant. From the selected group of countries, the participation of 
the primary sector is relatively very high in Albania. However, the trend is improving in the last few years. In 1995, 
in Albania, the primary sector contributed with almost 55% in GDP, and in 2010, with 20%. Bulgaria, Romania, 
Croatia and Serbia sharply reduced the agricultural share in GDP on the levels lower than 10% (5-7%), but the 
primary sector in FYROM has stagnating trend on the level of 12- 13% . The agricultural sector employs 19-20% of 
the working population of the country.  
 
 The secondary sector has the lowest participation in Albania (which is to be expected as a result of the high 
input of the primary sector). The participation in all other analyzed countries is between 25 and 28%. Only Bulgaria 
has participation between 32 and 34%. The secondary sector participation in GDP in FYROM is about 28%. It is 
important to underline that the middle and higher income level countries need developed industry and manufacture, 
among other reasons, because this sector is the main employer of the average educated part of the population. In 
FYROM, the industry employs among 32 and 33% of the total number of the employees.  
 
 The tertiary sector dominates in Croatia and Romania (65-67%), then Bulgaria and Serbia follow, with 63-
65%, and finally the lowest participation is in Albania and FYROM (60-61%). Approximately 50% of the total 
number of the employees in FYROM is employed in the service sector. Especially important indicator for the 
development status of one national economy is the participation of the trade, as a share in the total services. In the 
richest countries, the banking, the information and the insurance contribute the GDP, mostly. If the great part of the 
services refers to trade, that could be some kind of an indication for the underdevelopment. Proportionally high 
participation of the trade means that atomized economic agents (citizens) are trying to find out some easy source of 
income (it is cheapest to open a store and to try to trade something). In developed countries, this indicator is among 
10 and 13% (Germany about 13%, Greece 20%, European Union 16-18%). In the group of countries that we 
selected, Romania has the lowest participation of the trade (10-12%), and the highest Albania (35-40%). All other 
countries try to retain the trend of participation of trade between 20 and 25%. The same applies to FYROM.  
 
Table 2. The GDP structure in 2011 in FYROM (constant prices – 2005) 
No. Production Activities Millions denars % 
1.  Agriculture, hunting, forestry and fishing 36,740 10.1 
2. Mining, manufacturing, electricity 63,943 17.6 
3. Construction 19,783 5.5 
4. Wholesale, retail trade 52,580 14.5 
5. Hotels and restaurants 4,897 1.4 
6. Transport and storage 32,048 8.8 
7. Financial intermediation and other services 54,984 15.2 
8. Public administration, social security, education 48,295 13.3 
9. Net taxes 48,772 13.4 
10. GDP 314,045 100.0 
Source: (State Statistical Office, 2012) 
 
 The export of high technology is important factor, as well. As high the participation of hi-tech in export of 
all produced industrial products, as developed the country is. Germany, for instance, as a developed country exports 
hi-tech between 16-17% of the GDP (in some periods even more than 20%). Estonia is a specific case (with 
population of 1.2 millions) which exports high technology more than 10% of the GDP (in some years like 2000 even 
30%). All other countries have participation between 6-8%. Unfortunately, the trend in FYROM is negative. It falls 
from 3% in 1995, to 1.4% in 2004, and 0.8% in 2007.  
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 Obviously, the economic structure is one of the biggest obstacles for fast growth in FYROM in а far future. 
To change the economic structure and to expect export led competitive industry, a long period is necessary (10-15 
years).  
 
 
6. The national currency of FYROM - denar is pegged with Euro 
 
 
 
 One of the most essential elements of macroeconomic stability of one country is the high volume and the 
balanced international trade. Sometimes, the export might inspire the growth that means expanding the market, 
ultimately. Higher import needs to be offset with high export in order to ensure balanced international trade. Import 
dependent countries need to have an open and a productive economy oriented on export, and prepared to face with a 
high international competition. Even the most productive economies, such as Germany, are facing problems with 
international competition, especially if the import is based on cheap workforce (Truett, et al., 2012). Estonia has the 
highest international trade as a share of GDP (among 160 and 180%). Next is Bulgaria, with 90-135%, sometimes 
only import was extremely high (70-80%). The export in FYROM is between 25 and 50% of the GDP, but the 
import was always significantly higher in the whole analyzed period. That is why FYROM had significant trade 
deficit (between 10-25% of GDP). It is important to underline that 10-25% of all import refers to crude oil. FYROM 
imports 40-50% of all energetic needs and it is an import dependent country. The participation of food in export and 
import is declining from year to year. Non-food products are becoming dominant. The biggest part in export 
composes of catalysts with precious metals or precious metals compounds as the active substance, Ferro-nickel, iron, 
and steel products (flat-rolled products), clothes, and petroleum oil preparations. In the imports, the most significant 
products are platinum alloys, unwrought or in powder form, the crude petroleum oils, motor vehicles and electricity. 
One could notice that export in FYROM depends on imports. That is why in the recession periods, GDP is not 
affected a lot. The decrease in the exports should decrease the imports too, so there is not a big negative effect on 
GDP. Yet, the negative effects are more significant in the real sector. When export industry shrinks that hinders the 
final consumption and employment (and indirectly, GDP). Albania has worst position with the highest trade deficit 
(between 15 and 27% of GDP). Trade deficit in Albania had an extreme value in 1992 (77% of GDP). There are 
several authors who argue that export-led development needs to be replaced with the models underpinned by 
domestic demand (Blanchard, et al., 2009). In FYROM, the trade deficit is covered with the workers remittances 
balancing the current account. If remittances are not sufficient, then the foreign exchange reserves need to offset the 
current account deficit, or capital account needs to be increased (foreign loans). Export led growth countries 
continually devaluate their local currency in order to encourage export (and discourage import). All the selected 
countries have different exchange rate regimes: currency board in Bulgaria, floating exchange rate in Albania, 
controlled floats in Croatia and Serbia. The denar is pegged with euro currency (previously with Deutsche mark) and 
the currency devaluation to stimulate the export growth, is not possible. That could affect growth rates, too.  
 
 
7. High remittances inflow 
 
 
 
 The current account deficit in FYROM in the whole analyzed period is volatile (starting from 0%, -10% 
and -8% in 2002 and 2004, -12.5% in 2008). In the last several years, the current account deficit is relatively stable 
(around -5 to -6%). The most important role for the stability of the current account deficit is played by remittances. 
High amounts of the remittances (15 – 16% of GDP according to the National Central Bank) are considered as a 
massive benefit for the economy. But, the remittances, from the other hand, are the basic reason for Central Bank not 
to implement some active foreign currency policy (besides the fear from psychologically inspired inflation) which 
might encourage the export, and improve the economic structure (quality, competitive advantage, new design, etc.) 
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in the country. The remittances from the workers from abroad are the reason for the syndrome well known as a 
Dutch disease. The National Central Bank is expecting the remittances to start decreasing in near future, due to the 
influence of the unstable economic situation in European Union. 
 
 
8. Government consumption  
 
 
 
 Finally, it is important to analyze if the insufficient growth potentials of the economy in FYROM have an 
origin in government spending. The average central government debt is about 22-26% of GDP in the last two-three 
years. That is why the debt doesn’t make many problems to the economy. A general conclusion could be drawn that 
the public debt is still controllable with the common fiscal instruments (government spending, public transfers, and 
many other taxes) for maintaining a long-run stability. It is much more important to analyze what is public spending 
used for, and is it helping the economy to increase its overall output, especially in the current crisis period. The 
public spending is very much exploited theme in a plethora of researches about the influences of the government 
spending on growth, with the different results, in latest years. Some of them are based on endogenous models 
initially oriented to growth models with productive public spending. There are a lot of scientific proofs that public 
investment in infrastructure, health and education affect production and influence on overall growth dynamics 
(Agenor, et al., 2011; Tamoya, 2012). There are studies which argue that public spending has a strong impact, not 
only to crowding-out effect (Bairam, et al., 1993; Kitaoka, 2002), but also that there is a strong crowding-in effect. 
(Hatano, 2010; Argimon, et al., 1997; Aschauer, 1989; Ambler, et al., 2010). Sometimes, the basic hypothesis is to 
discover the most accepted public debt participation in GDP (assuming that public debt must not exceed a certain %, 
like in European Union). “... the magnitude of the target level of long-run debt is a key determinant of whether it is 
possible to find a rule of this type that can be implemented under all available fiscal instruments” (Michel, et al., 
2010 p. 923). At times, discovering the critical level of debt beyond which the sustainability is no longer possible is 
the central theme. Most of the researches consider balanced budget and exercising the budgetary rule where debt 
grows less than GDP and gives a higher long-run growth rate, compared with the situation where debt grows at the 
same rate as GDP (Greiner, 2010 p. 216). 
 
 Albanian final government consumption expenditure is about 10% of the GDP. That corresponds to the 
lowest participation. In all other analyzed countries, the government consumption is very much higher (between 15 
and 23%). The general government final consumption expenditure is in the same range, except in the “military” 
2001 (25%). That represents a confirmation about diverse tendencies, which prevailed in most of the OECD 
countries and FYROM. In most of the countries “Government debt has increased significantly, mechanically 
offsetting the decline in private debt which has taken place since the start of the crisis – the so called deleveraging 
process...“(Torres, 2010 p. 233). However, some of the research results are adverse regarding the effects of 
government spending on output growth. “... as long as either fiscal or monetary policies affect the investment 
decisions of individuals, greater variability in these policies will enhance growth, as greater uncertainty associated 
with them induces individuals to undertake precautionary investment in either physical capital or human capital” 
(Varvarigos, 2006 p. 299). Yet, most of the results express that the relationship between policy volatility and 
economic growth is found to be negative.  The research results are almost unanimous in conclusion that it is much 
important where government investments are used. “... it is assumed that government spending is used as to enhance 
the productivity of the output sector” (Barro, 1990) or educational sector, the overall effects that policy variables 
transmit in long-run growth rate become substantially richer than in situations where government spending is used 
purely unproductively (e.g. government consumption or transfer payments) (Varvarigos, 2006). Regarding short-
term effects of government spending the most researchers concludes that productive government spending 
(infrastructure, education, health, unemployment) has a significant influence, especially in periods of severe 
downturns. (Furceri, et al., 2012 p. 129) Social spending has also positive effects on private consumption, while it 
has negligible effects on private investment. It need to be stressed that social spending as a share of GDP shows 
upward trend almost in every country in the world in last several years, especially in the high-income countries. The 
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latest couple of years, the final government consumption in FYROM is between 17 and 19% of GDP (high-income 
countries have an average participation of final government consumption between 16 and 18%, Germany 20%, 
European Union in last few years even higher than 22%, Middle-income countries 12-13%). In 2009, budget deficits 
rose above 3% everywhere (except FYROM) while in Albania and Romania the budget deficit reached 7.4% 
(Bartlett, et al., 2012 p. 25). Croatia, Estonia and Serbia have significantly higher government consumption in GDP. 
In 2011, government put the focus on construction activities. That triggered the GDP ahead for a while. In 2012, 
construction in FYROM fell significantly and one of the reasons for that is the government response (reducing the 
capital investments) to the forthcoming crisis in European Union’s countries especially in FYROM’s major trading 
partners (Germany, Italy, Serbia, and Greece). Current government debt level in FYROM is about 23% of the GDP. 
That is among the lowest debt levels in European Union. However, in the beginning of 2012, the parliament adopted 
the Public procurement law which gives the government right to prolong payments due to undefined future periods . 
That gives a special position to the government concerning the contracts, and increases the insecure legal 
environment for all the participants in public procurements. That is one of the ways to hide government (public) 
debts, too. Government has no obligation to publish and make transparent of the debts which payments are 
prolonged. Therefore, the World Bank database is not operating with the real volume of the government debts in 
FYROM, and debts could not be the basis for bringing any serious conclusions regarding their influence on real 
growth rates.  
 
 
9. Quantitative analysis 
 
 
 
 In favor of the analysis, the correlation coefficients are calculated for all the indicators and GDP per capita 
for each of the selected countries (see Appendix 1). The idea was to detect the similar relations or differences 
between the selected countries and to try to explain the reasons behind them. The difference between the correlation 
coefficients for final domestic savings and household final consumption (as a % of GDP) in some selected countries 
with other countries (Germany, Slovenia, Estonia, Croatia, and Middle-income countries) might be that GDP of hi-
income countries is more dependent on domestic consumption. All other mentioned countries are more oriented on 
export and investments. Correlation coefficients both for Export and Import (and GDP per capita) are highly positive 
(and significant) for all the selected countries indicating that international trade is extremely important for GDP per 
capita growth. High-technology export, opposite to our expectations has a great influence on GDP growth for 
Greece, Slovenia, Romania, Bulgaria, and Serbia, yet not for High-income countries, European Union countries, 
Estonia, Middle-income countries, and Albania.  
 
 Fixed capital formation participation in GDP has negative correlation coefficients for High-income 
countries, European Union, and Germany, but very high positive coefficients for all other countries (Serbia, 
FYROM, Croatia, Romania, and Slovenia). One could expect that fixed capital formation (investments) will have 
adverse coefficients with household’s final consumption; however the calculated coefficients are not evidencing 
such a relation. From the other side, more developed countries (Hi-income, European Union countries and Germany) 
have adverse correlation coefficients for foreign direct investments (highly positive) and fixed capital formation 
(highly negative). That might be a result of the changed economic structure in the developed countries. Extensive 
investments in services produce much higher GDP. All other countries have both correlation coefficient positive 
(going in the same direction with GDP per capita) which is to be expected as normal for less developed countries, 
because they still need bulk of the investments to be oriented in capital intensive industries. It is important to 
underline that industry participation in GDP has negative correlation coefficient for all selected developed countries, 
and service participation has significantly positive correlation coefficients with GDP per capita for all selected 
countries (non-significant for Greece, Estonia, and FYROM).  
  
 Correlation coefficients for remittances and GDP per capita are not significant for the selected developed 
countries. They are significant and very highly positive for Estonia, Romania, Middle-income countries, and 
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FYROM, but highly negative for Greece. The possible explanation could be that Greek diaspora, as a gesture of 
solidarity, is sending more remittances when the country is facing greater economic problems, or on the clear signs 
of deeper recession. Positive correlation for other countries is the sign that remittances are a part of normal behavior 
of the people working abroad. They send remittances to their families regularly, which are used for their everyday 
consumption and have a significant and positive impact on GDP per capita of the country. The higher the 
remittances, the higher GDP per capita.  
 
 Very interesting results are obtained from the correlation coefficient employment and GDP per capita. 
There are differences between the developed and developing countries, too. While developed countries (European 
Union, Greece, Slovenia) have high positive correlations, less developed countries (Romania, Middle income 
countries and Serbia) have high negative correlations between employment levels and GDP per capita. The 
coefficients for other selected countries are not significant. Correlations between unemployment and GDP per capita 
are highly negative in European Union countries, Slovenia, Bulgaria, and Albania. The Middle income countries are 
unique with positive and high correlation coefficient, which might be the sign for the excess of productive capacities 
and incapability of the economy to create new jobs.  
 
 
10. Non-economic factors 
 
 
 
 The development is possible on a unique way, putting the focus on the cheaper and available growth factors 
creating original economic history and development path, having in mind clearly defined long-term development 
priorities, sometimes starting with sub-optimal economic structure, low income, and high pressure of the young 
population to leave the country looking for job or better living conditions.  
 
 The analysis shows that the sources for the development decay in FYROM (and some other neighboring 
countries which are analyzed), besides the sub-optimal economic structure and low domestic savings need to be 
found in something out of economic sphere. For example, “bribery index” (from the World Bank Enterprise Survey) 
is highest in Albania (22%), than in Romania (14.7%), FYROM (9.7%), and Bulgaria (8.2%). In the other countries 
(Croatia, Slovenia and Estonia) this index is much lower (1-3%). According the indicator “Regulatory Quality,” 
Estonia could be ranked on the highest place, than Bulgaria, Croatia and Romania are following (but with 
significantly worst results in comparison with Estonia). On the lowest part FYROM, Albania and Serbia (only 
FYROM have negative coefficient) could be placed. According the indicator “Rule of Law” the countries could be 
ranked with the same order. Estonia is much higher than all other countries, and its trend is significantly upwarded. 
All other countries are in negative zone, except Croatia and Romania in latest several years. FYROM is in negative 
zone with Bulgaria, Serbia and Albania. The similar results could be extracted for Corruption Control and 
Government Effectiveness. The first is always Estonia, then Romania and Croatia are following, and the worst 
results could be assigned to FYROM, Serbia and Albania.  
 
 It is obvious that Estonia is most successful country among all other selected countries. The reason for the 
fast growth was not an extraordinary natural endowment, or special development conditions and circumstances, not 
even the particularly inclined friendly neighboring country which offered an exceptional financial or other assistance 
(maybe Finland helped more than other selected countries could expect from theirs neighbors). The reasons for 
growth could be found in the capability and the will of the politicians who knew the long term priorities of the 
citizens, work for the benefit of the country, and did not put the people’s confidence in jeopardy. They knew that 
those priorities should require special efforts, a lot of material deprivations and lower living standard in a one period. 
The pensions and government salaries fall about 10%, rising VAT for additional 2%, and public awareness that GDP 
is to be expected to fall significantly – even for 14%). That could falter any other government and to swing towards 
populist policy measures, delaying of the problems and making up the reality. Political virtue and honesty prevailed, 
the population accepted the short term sacrifice and at end of the day the results have not fallen short.  In these last 
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few years after the significant growth results, Estonia was not spared from the negative crisis influence. But, that is 
happening with all the countries in the region. In spite of the great crisis negative influence, Estonia is not leaving its 
long-term priorities, especially export orientation, orientation towards hi-technology, international openness, rule of 
the law, and institutional quality.  
 
 All other selected countries, including FYROM, in the whole transition period (after 1998) vacillates 
defining their strategic long-term economic, social and political priorities. That is why populist ideas prevail and best 
political practices are seen to make-up the reality (Shukarov, 2012 p. 127), to create the virtual economic world, that 
all other countries have significant problems, and hiding the development delay with other countries. Countries 
which join European Union (Bulgaria, Romania and Croatia) become fully aware of this reality and went out from 
the vicious circle of demagogy and populism. That is why they started showing development signals, lately.  
 
 
 
11. Conclusion 
 
 
 
 In this paper, several growth factors on a long-run were taken into consideration in order to make 
comparison between FYROM and some other countries in the region.  
The GDP per capita in FYROM is slightly higher than one third of the average GDP per capita of the countries of 
European Union (27), with unemployment rate among highest in the Europe (31.8% in the last quarter of 2011), 
employment rate among the lowest (38.5% in 2011), and extreme poverty rate (14.7% in 2010) (The World Bank, 
2012 p. 33).  
 In comparison to all other selected countries that had even significant negative population growth rates, 
FYROM has high population growth. That is why it needs to have much bigger development effort (“to run faster”).  
 FYROM had significantly lower participation of the gross fix capital investments in GDP, as well as 
domestic saving as partaking in GDP, and is among the lowest in the group of designated countries (5-6% of GDP). 
 The domestic saving in FYROM continually falls from the beginning of the 90’s up to today. That is a 
worrisome fact, especially because the domestic savings need to be the most important investments source with the 
biggest multiplication effect on growth. On the other hand, the savings volume could be considered as a citizen’s 
confidence and a belief in country’s future. 
 
 In FYROM, there are some sudden jumps in FDI in 1998, as a result of the sales of several companies to 
foreign investors, i.e. in 2000 sales of Telecom Company (about 13% of GDP), and in 2006/7 the electricity 
distribution company (6 and 8.5% of GDP). In a latest few years, the average rate of the FDI in FYROM is a little bit 
higher, as the calculation methodology was changed. Thus, the FDI could not be significant factor for the big 
development differences between the selected countries.  
 
 The primary sector in the country has stagnating trend on the level of 12- 13%. The agricultural sector 
employs 19-20% of the working population of the country. The secondary sector participation in GDP is about 28%, 
while the industry employs among 32 and 33% of the total number of the employees. The lowest participation of the 
tertiary sector dominates in Albania and FYROM (60-61%). Approximately 50% of the total number of the 
employees in FYROM is employed in the service sector. Therefore, the economic structure is one of the biggest 
obstacles for the fast growth in а far future. To change the economic structure and to expect export led competitive 
industry, a long period is necessary (10-15 years).  
 
 The export is between 25 and 50% of the GDP, but the import was always significantly higher in the whole 
analyzed period. That is why FYROM had significant trade deficit (between 10-25% of GDP). It is important to 
underline that 10-25% of all import refers to crude oil. FYROM imports 40-50% of all energetic needs and it is an 
import dependent country. 
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 High amounts of the remittances (15 – 16% of GDP according to the Central Bank) are considered as a 
massive benefit for the economy. But, the remittances, from the other hand, are the basic reason for Central Bank not 
to implement some active foreign currency policy (besides the fear from psychologically inspired inflation) which 
might encourage the export, and improve the economic structure (quality, competitive advantage, new design, etc.) 
in the country. The remittances from the workers from abroad are the reason for the syndrome well known as a 
Dutch disease. 
 
 FYROM’s average central government debt is about 22-26% of GDP in the last two-three years. That is 
why the debt doesn’t make many problems to the economy. A general conclusion could be drawn that the public 
debt is still controllable with the common fiscal instruments (government spending, public transfers, and many other 
taxes) for maintaining a long-run stability. It is much more important to analyze what is public spending used for, 
and is it helping the economy to increase its overall output, especially in the current crisis period. 
The analysis shows that the sources for the development decay in FYROM (and some other neighboring countries 
which are analyzed), besides the sub-optimal economic structure and low domestic savings need to be found in 
something out of economic sphere. 
 
 The faster FYROM discovers this logic, the faster will get out of this vicious circle of political domination 
of the economy, the faster will launch the benefits of the growth and development. Obviously, the importance of 
institutions (Mitra, et al., 2010) understood as "rules of the game" and underpinning them is one of the most 
important issues related to development that should be seen as "Conditio sine qua non" and a basic prerequisite of 
"developmental wave". Furthermore, this transitional aspect is the cheapest and also the hardest to maintain. 
Everything else comes alone. 
 
 
Appendix A.  
  
  
Correlation coefficients with GDP per capita for selected countries 
 
  
Code 
Govd
ebt 
Emplo
y 
Expo
rt 
Tradd
ef FDI 
Govco
ns 
Sav
e 
Housco
n 
Fixca
p 
Hitec
h 
Impo
rt Ind 
Popg
r Serv 
Unem
p 
Remi
tt 
Hi-income -0.83 0.46 0.87 -0.19 0.77 0.18 
-
0.74 0.90 -0.75 0.34 0.82 
-
0.98 
-
0.21 0.98 -0.29 0.42 
EU -0.82 0.71 0.92 0.70 0.78 0.19 0.09 -0.55 -0.58 0.27 0.87 
-
0.96 0.31 0.97 -0.71 0.26 
Germany 0.33 -0.00 0.88 0.93 0.35 -0.83 0.80 -0.64 -0.75 0.59 0.80 
-
0.94 
-
0.17 0.95 0.20 -0.10 
Greece 0.79 0.93 0.41 -0.49 
-
0.12 0.68 
-
0.56 0.29 0.01 0.72 0.64   
-
0.52   0.47 -0.91 
Slovenia 0.53 0.77 0.10 -0.44 0.27 -0.04 0.44 -0.51 0.62 0.81 0.34 
-
0.74 0.71 0.80 -0.81 -0.38 
Estonia -0.34 0.31 0.22 0.37 0.37 -0.70 0.90 -0.64 0.21 -0.21 -0.06   0.88 0.09 -0.34 0.91 
Romania   -0.76 0.20 -0.57 0.51 0.45 0.07 -0.29 0.75 0.70 0.39 
-
0.64 0.16 0.75 -0.05 0.83 
Bulgaria   0.51 0.51 -0.68 0.61 0.11 
-
0.22 0.21 0.46 0.89 0.72 
-
0.35 
-
0.19 0.57 -0.79 0.40 
Croatia   -0.42 -0.28 -0.17 0.59 -0.47 0.71 -0.44 0.81 0.61 -0.22 
-
0.07 0.01 0.77 -0.30 -0.53 
Middle   -0.88 0.83 0.53 0.80 0.49 0.65 -0.70 0.56 0.37 0.84 
-
0.39 
-
0.86 0.81 0.84 0.80 
FYROM   0.07 0.32 -0.53 0.25 0.42 
-
0.24 0.39 0.81 -0.18 0.50 
-
0.19 
-
0.44 0.29 -0.08 0.86 
Serbia   -0.78 0.91 -0.52 0.54 -0.43 0.68 -0.63 0.96   0.86 
-
0.66 
-
0.18 0.92 -0.59 -0.67 
Albania 0.11 -0.31 0.91 0.04 0.73 -0.57 0.16 -0.09 0.38 0.38 0.29 
-
0.39 0.09 0.77 -0.95 -0.73 
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(Source: personal calculations based on The World Bank dataset for selected countries)  
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